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Continued from 45 
date both hedgers and speculators. 
A fairly typical example of the vee 


of locals on intraday prices occurred last 
Monday. The market had failed to trade 
over 13% yield (which on a price basis 
works out to 64 20/32 on the September 
contract) since the opening. Only half 
the crowd expected that the Federal Re- 
serve would intervene. ‘When, in fact, 
‘the Fed did enter the market (injecting — 
temporary funds through a three-day 
“repo”), the market rallied from 
64 13/32 to 64 18/32, where it met com- 
mercial selling. As a rule, when the Fed 
buys securities (which it does temporar- 
ily in repurchase, or repo, ee: 
prices jump. 

York traders, as usual, started going to 
lunch. The locals, left in charge, mount- — 
ed a classic “noon balloon,” as they say 
in Chicago. With some help from small 
speculators (who also took’ their cue 
from the Fed operation), the locals took 
the market up fitfully to a high of about 
64 23/32. In so doing, they distorted the 
customary relationship between cash 
and futures prices. By noon Chicago 
time. (when the New York lunch hour .- 
was coming to an end), the market be- 


gan to correct itself, selling off until 


news of unexpectedly strong retail sales 
hit the tape. With that the market gave 


ground, closing near the day’s lows. 


John Michael works on the floor of 
the Chicago Board of Trade for Lehman 
_ Government Securities. 
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